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This report has been provided, through the 
Director of the United States Information Agency, 
to the following Congressional oversight committees: 


Senate Committee on Appropriations 

Senate Committee on Foreign Relations 
Senate Committee on Governmental Affairs 
House Committee on Appropriations 

House Committee on Foreign Affairs 

House Committee on Government Operations 


United States Information Agency 


Washington, D.C 20547 


INSPECT! on GENERAL 
April 28, 1995 


The Honorable Joseph D. Duffey, Director 


In accordance with the Inspector General Act of 1978, I am forwarding our 
semiannual report for the period October 1, 1994 through March 31, 1995. The Act 
requires that you transmit this report to the appropriate committees of Congress 
within 30 days of receipt with any comments you may wish to make. 


As the Government’s primary diplomatic institution for understanding and 
influencing foreign public opinion, the United States Information Agency (USIA) faces 
unusual challenges and opportunities in achieving major national objectives. 
Operating in an international environment that has undergone its most radical 
change in 50 years, USIA has embarked on a course of action designed to enhance the 
operations of the Agency. The Office of Inspector Gener”! (OIG), as an independent 
evaluative resource, has focused its efforts on activities that can best help USIA in 
achieving its goals, while simultaneously fulfilling OIG’s mandated responsibilities 
to promote economy and efficiency, ani to prevent waste, fraud, and abuse. 


During this reporting period, OIG issued 21 audit and inspection reporis dealing 
primarily with grants management, program management, financial management, 
overseas post management, and general management and administration. These 
reports reflected findings of questioned costs and funds put to better use having a 
potential monetary impact of $3.7 million. OIG also initiated 28 investigations during 
the period and closed 13. As of March 31, 1995, 9 OIG investigations had been 
referred to the Department of Justice for review and 25 to the Agency’s personnel 
office « for administrative or disciplinary action. 


The Agency has made significant improvements in the tonduct and administration 
of its programs, but as this report indicates, t’ -e are still a number of are: that 
need attention. I intend that my office shall continue to be a “constructive crit ” for 
the Agency. I am sure that by working together, we can achieve our common ,, “ul of 
enhancing the efficiency and operational effectiveness of USIA. 


Marian C. Bennett 
Inspector General 


INSPECTOR GENERAL ACT OF 1978 


Purpose: 


in order to create independent and objective units ... there is hereby established 
in each of such establishments an office of Inspector General. 


Duties and Responsibilities: 


(a) It shall be the duty and responsibility of each Inspector General with 
respect to the establishment with which his or her Office is established... 


‘1) to provide policy direction for and to conduct, supervise, and 
coordinate audits and investigations relating to the programs 
and operations of such establishment: 


(3) to recommend policies for and to conduct, supervise, or coordinate 
other activities carried out or financed by such establishment for the 
purpose of promoting economy and efficiency in the administration of, 

or preventing and detecting fraud and abuse in, its programs and operations. 


(5) to keep the head of such establishment and the Congress fully and 
currently informed, by means of the reports required in section 5 and 
otherwise, concerning fraud and other serious problems, abuses, 

and deficiencies ..., to recommend corrective action concerning such 
problems, abuses and deficiencies, and to report on the progress made 
in implementing such corrective action. 


Semiannual Reports: 


(a) Each Inspector General shall, not later than April 30 and 
October 31 of each year, prepare semiannual reports summarizing 
the activities of the Office during the immediately preceding 
six-month periods ending March 31 and September 30. 


Excerpt from Public Law 95-452, as amended. 
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This report is issued pursuant to the Inspector General Act of 1978, as amended. The 
report covers the six-month period from October 1, 1994, through March 31, 1995. 


Progress Made in Correcting 
Grants Management 
Deficiencies But 
Improvements Still Needed 


$881,905 Identified in 
Guestioned Costs 


GRANTS MANAGEMENT 


# The United States Information Agency (USIA) had made 
significant progress in improving grants management follow- 
ing a 1990 Office of Inspector General (OIG) report and had 
completed action on 17 of 25 prior OIG recommendations. 
However, USIA still needed to improve timeliness of grant 
awards, grant documentation, and fund reconciliation. For 
example, grantees signed 43 percent of all Fiscal Year 1993 
grant agreements after the start of the grant period. 


In addition, OIG found that the Bureau of Educational 
and Cultural Affairs had not fully developed and imple- 
mented its automated grants management system. OIG rec- 
ommended further improvements in grant processing proce- 
dures and establishment of «& realistic implementation plan 
for the grants management system. (See page 8.) 


s USIA awarded two grants totalling $930,000 to the Festi- 
val Operating Company to support the U.S. and Soviet Union 
Cuitural Exchange “Making Music Together.” The company 
incurred costs totalling about $1.17 million of which OIG 
questioned $881,905 — $326,954 as unauthorized or unal- 
lowable and $554,951 as unsupported by documentation. In 
addition to recommending reimbursement and other actions, 
OIG recommended that the USIA’s Office of Contracts take 
steps to have the company placed on the General Services 
Administration’s Lists of Parties Excluded from Federal Pro- 
curement or Nonprocurement Programs. (See page 9.) 


e OIG audited costs claimed by the Greater Buffalo Athletic 
Corporation under a $5 million grant agreement. The grant 
was for assistance in hosting the World University Games 
that were staged in Buffalo, New York, during the summer of 
1993. The audit found that the corporation did not provide a 
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Inadequate Contro!s Over 
English Teaching Programs 


System Software 
Inefficient and 
Inadequately Documented 


Relationships with Binational 
Centers in Chile Need Clarifi- 
cation 


basis for directly charging $2,306,884 in administrative costs. 
In addition, the corporation’s accounting system did not 
provide effective control over grant funds. OIG recommended 
that the USIA contracting officer seek additional support or 
reimbursement for the questioned amounts. (See page 10.) 


PROGRAM WV. ANAGEMENT 


# OIG audits of five USIA-sponsored English teaching pro- 
grams in Yemen, Jordan, Syria, and Algeria disclosed that 
the programs lacked effective controls. OIG identified $266,900 
in inappropriate local currency conversions and questionable 
expenditures. Also, three program directors did not restrict 
enrollment to specific targeted audiences or prepare statisti- 
cal reports identifying students by categories. OIG recom- 
mended improvements in financial operations training, ac- 
counting procedures, and other internal controls. (See page 
12.) 


FINANCIAL MANAGEMENT 


ea OIG’s review of USIA’s financial management system 
software disclosed that it was inefficient and inadequately 
documented. As a result, USIA had to rely on manual- 
intensive procedures to enter data and change reports. Also, 
system reliability could not be adequately assured. OIG 
endorsed USIA’s plans to convert to a new financial manage- 
ment system being developed by the U.S. Agen-y for Interna- 
tional Development (AID). (See page 14.) 


Overseas Post MANAGEMENT 


s United States Information Service (USIS) Chile main- 
tains relationships with 11 binational centers throughout 
Chile. The post made grants to five of those centers. OIG 
found that the relationships were often poorly defined and 
recommended that the post enter into formal agreements 
with the centers to clearly define functions and responsibili- 
ties. The Office of American Republics Affairs agreed in prin- 
ciple to do so, but only after worldwide standards are adopted 
that define the meaning and purpose of binational centers. 
OIG is completing a separate review of binational centers 
worldwide. (See page 15.) 
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Cooperative Relationship 
with AID in Madagascar 


Minimal Local Radio 
Production in Bolivia 


Communication with 
Kenyan Officials Inadequate 


Program Goals in the 
United Kingdom Unclear 


and Imprecise 


® OIG found that USIS Madagascar had developed an 
effective, cooperative relationship with AID for training jour- 
nalists and improving English teaching programs through- 
out the country. Cooperation was based on common goals 
which had been defined by the USIS public affairs officer and 
the AID director. The director has agreed to transfer funds to 
USIS for these purposes. This arrangement has allowed the 
post to function more effectively. OIG recommended that the 
post and the area office promote this type of cooperation 
among other posts. (See page 16.) 


s OIG found that USIS Bolivia was doing minimal radio 
production and recommended that the post expand its local 
radio production efforts. The Office of American Republics Af- 
fairs disagreed with the recommendation, stating that tech- 
nology improvements, such as the use of satellites by the 
Voice of America (VOA), had made local radio production un- 
necessary in many instances. VOA agreed to survey local 
radio production efforts by USIS posts in Latin America. The 
survey would determine the extent to which the arguments 
against expanded radio production in Bolivia apply to other 
posts in Latin America. (See page 17.) 


® OIG found that USIS Kenya was not adequately commu- 
nicating with Kenyan government officials, not properly 
using its distribution and records system, or using enough 
Worldnet and teleconferences. As a result, the post was not 
projecting U.S. foreign policy positions to a broad audience. 
OIG recommended several ways the post could address those 
problems. Implementing the recommendations would im- 
prove contacts within Kenya. (See page 18.) 


® OIG found that the USIS United Kingdom’s 1994 Country 
Plan was not closely aligned with the goals stated in the 
Mission Program Plan. In addition, the Country Plan did not 
describe enough specific programs or clearly define the meth- 
odology to be used to achieve the mission goals. OIG recom- 
mended that the institutional analysis be developed more 
fully to allow the post to better determine and achieve 


strategic goals. (See page 19.) 
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Deficient Distribution and 
Records System and 
J Visa Controls in Ireland 


Thirty-Four Investigative 
Reports Pending Possible 
Prosecutorial or 
Administrative Action 


s USIS Ireland did not have an adequate distribution and 
records system. The post could not produce accountability 
reports, nor could it easily include names of new contacts or 
returned international exchange participants. Computer 
modifications to upgrade the distribution and records system 
had been ordered by the post. In addition, OIG found that the 
forms necessary to permit issuance of J Visas for interna- 
tional visitors, Fulbright, and other exchange participants 
were not properly accounted for as required. OIG recom- 
mended that the public affairs officer implement strict con- 
trols and meet annual reporting requirements. (See page 20.) 


INVESTIGATIONS 


s During this reporting period, OIG initiated 28 investiga- 
tions and closed 13. Eighty remained open at the conclusion 
of the reporting period. Of the 80, 46 were pending further in- 
vestigative activity. Investigations had been completed on 
the remaining 34. Of that number, OIG had referred 9 to the 
Department of Justice for review and 25 to the Agency’s per- 
sennel offices for administrative or disciplinary action. (See 
Appendix B.) 
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STATISTICAL SUMMARY 


Activities 


Audit and Inspection Reports Issued ........................ 21 
(Appendix A) 
Investigations Closed  ................cccccsssesssseesssseesseeeeeeees 13 
(Appendix B) 


Potential Savings Identified This Period 


Questioned Costs ...............ccccccccevesseseeeeeeeeeees $3,529,329 
(Appendix A) 
Recommendations that F'unds Be 
Put to Better Use ........ccccssessccessecsecsesssecsesseesees $ 194,291 
(Appendix A) 

TOTAL ... $3,723,620 


Monetary Impact From Reports For Which 
Decisions Were Made This Period 


Questioned Costs Sustained ....................0+ $ 107,069 
(Appendix C) 
Funds Put to Better Use Sustained ............ $1,373,280 
(Appendix D) 

TOTAL sesseeeeee $1,480,349 


Reports With Monetary Impact for Which 
No Decisions Were Made This Period 


Number Less Than Six Months Old ........................006 5 
Dollar Value ..............ccccccccesssssseseessseseeeeeeeeees $3,529,329 
(Appendix C) 

Number More Than Six Months Old ........................ 10 
Dollar Value ............ccccccccceceececcseeeeeeeeseseseeeeees $1,624,313 


(Appendix C) 
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USIA - An Agency in Transition 


The mission of the United States Information Agency (USIA) is to under- 
stand, inform, and influence foreign publics in promoting the national 
interest, and to broaden the dialogue between Americans and US. institu- 
tions and their counter, arts abroad. With the changes in traditional diplo- 
macy and the end of the Cold War, USIA’s mission has become even more 
important to the pursuit of U.S. political, economic, security, and other na- 
tional interests. 


USIA operates in an :nternational environment that has undergone its most 
radical change in 50 years. The world is being shaped by new information 
technologies that amplify the power of ideas. Therefore, as the Government’s 
primary diplomatic institution for understanding and influencing foreign 
public opinion, USIA faces unusual challenges and opportunities in achiev- 
ing major national objectives. 


In efforts initiated prior to, but consistent with the goals established by the 
National Performance Review, USIA embarked on a course of action de- 
signed to enhance the operations of the Agency. The first step was the pro- 
posal, approved by Congress, to reorganize all U.S. civilian overseas broad- 
casting elements, the Voice of America (VOA), Radio Free Europe, and Radio 
Liberty, and to place them in USIA under the direction of a Broadcasting 
Board of Governors. Other steps included: 


- Reorganizing and refocusing USIA’s domestic support components. 
- Realigning USIA’s presence abroad through its posts in 147 countries. 
- Consolidating cultural and educational exchange programs. 


- Creating a worldwide electronic and human information network. 


- Strengthening America’s economic competitiveness. 
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OIG - An Independent Evaluative Resource 


USIA’s plan for restructuring and redefining its objectives will require inde- 
pendent assessment and unbiased evaluation—a role ideally suited for the 
Office of Inspector General (OIG). As an independent evaluative resource, 
OIG intends to play a significant role in assisting USIA in meeting its 
objectives. Accordingly, OIG has focused its efforts on activities that can best 
help USIA in achieving its goals, while simultaneously fulfilling OIG’s 
mandated responsibilities to promote economy and efficiency, and to prevent 
waste, fraud, and abuse. These efforts relate to the following issues central 
to the effective and efficient accomplishment of USIA’s objectives: (1) Agency 
mission and program goals; (2) cost effectiveness; (3) financial management 
and internal controls, and (4) compliance with laws, regulations, and grant 
and contract terms. 


During this six-month reporting period, OIG has addressed these iszues in 
the following functional categories: grants management, program manage- 
ment, financial management, overseas post management, general manage- 
ment and administration, and investigations. These functional categ «ries 
have also been used as topical headings for this report. 


During this period OIG :centified problems pertaining to grants management, program 
management, financial management, overseas post management, and general manage- 
ment and administration. OIG also conducted investigations of alleged criminal activities 


and employee misconduct. 


GRANTS MANAGEMENT OVERSIGHT 


OIG reviewed USIA’s implementation of recommendations 

Progress Made in Correcting contained in a 1990 OIG report on grants management. The 

Deficiencies But Improve- 1990 report highlighted deficiencies in grants management, 

ments Still Needed including: (1) the need for greater competition in awards to 
core grantces, (2) the award of grants after the start of the 
grant period, (3) inadequate documentation of the review 
process and USIA actions to monitor and evaluate grantee 
performance, (4) inadequate controls over the liquidation of 
obligations and grant fund balances, and (5) lack of inte- 
grated autumated systems for jrants management. The Bureau 
of Educational and Cultural Affairs agreed to implement all 
25 report recommendations. 


The bureau had made significant progress in improving 
grants management and had completed action on all but 
eight recommendations. For example, the bureau had taken 
steps to streamline the processing of grants within the bu- 
reau, including a major review of procedures, publication of 
a new grants process handbook, and additional training for 
bureau grants officials. However, the bureau still needed to 
improve timeliness of grant awards, grant documentation, 
and fund reconciliation. For example: 


- 43 percent of all Fiscal Year 1993 grant agreements were 
signed after the start of the grant period, based on data 
supplied by the USIA Office of Contracts. 


- Eighteen of forty grant files sampled did not contain all 
required documentation, such as panelists’ comments and 
letters of solicitation. 


- The bureau did not adequately reconcile grant funds to 
USIA official accounting records. 
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$881,905 Identified in 


OIG recommended that the bureau: (1) reexamine grant 
review procedures to better coordinate its activities with 
those of the Bureau of Management, (2) ensure that its grant 
tracking log and documentatior are complete, and (3) estab- 
lish and implement procedures for reconciling grant funds. 


In addition, OIG found that the bureau had noi fully devel- 
oped and implemented its automated grants management 
system. The bureau provided insufficient technical support, 
which delayed completion of the system’s first phase for 15 
months. Further, the bureau had not established procedures 
for reconciling data between the grants system and other 
grant-related systems. Finally, the bureau did not establish 
systems documentation in accordance with Federal guide- 
lines. 


OIG recommended that the bureau: (1) assess ‘he status of 
the grants system to identify the specific te «> and the 
resources needed to develop and implement the system, (2) 
establish a realistic implementation plan, and (3) require 
regular reporting on project status. Further, OIG recom- 
mended that the bureau take steps to reconcile data among 
grant-related systems and provide adequate system docu- 
mentation. The bureau generally concurred with OIG’s rec- 
ommendations. 


Festiva, OperaTiInG COMPANY 


Congress earmarked $1 million in USIA’s 1990 appropriation 
to support the second phase of a U.S. and Soviet Union 
Cultural Exchange called “Making Music Together.” The first 
phase had brought more than 200 Soviet musicians, dancers, 
composers, and other artists to the United States for a festival 
of contemporary Soviet music. The second phase consisted of 
a series of American musical prograrr 3 hosted by the Soviet 
Union. To support the exchange, USIA awarded two grants 
totalling $930,000 to the Festival Operating Company of 
Boston, Massachusetts. 


USIA’s Office of Contracts requested that OIG conduct an 
audit because the company did not prepare certified financial 
status reports as required. Because of the lack of reports, OIG 
examined and developed incurred cost schedules from the 
company’s available records and bank statements for the 
period October 1, 1989 to June 30, 1991. 
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The company incurred costs of about $1.17 million of which 
OIG questioned $881,905 as follows: 


- Unauthorized or unallowable costs totalling $326,954. 
For example, professional fees and benefits totalling 
$223,743 exceeded the amount authorized under the 
grant agreement. The unallowable costs included tobacco 
and alcohol expenditures. 


- $554,951 in costs were questionable because of a lack of 
supportive documentation. 


OIG also found material internal control weaknesses and 
reportable conditions that included lack of timesheets and 
lack of separation of responsibilities. In addition, OIG found 
material noncompliance with laws and agreement terms. For 
example, the company failed to pay $50,000 to the Chicago 
Symphony in violation of agreements with both the sym- 
phony and USIA. 


OIG recommended that USIA’s contracting officer (1) seek 
reimbursement for the $326,954 in unauthorized or unallow- 
able costs, and (2) require that the company provide the re- 
quired financial report and additional documentation for the 
$554,951 in unsupported costs. OIG also recommended that 
USIA’s Office of Contracts take steps to place the company on 
the General Services Administration’s Lists of Parties Ex- 
cluded from Federal Procurement or Nonprocurement 
Programs. In addition, OIG’s investigative unit is conducting 
inquiries into related matters. 


GREATER BuFFALO ATHLETIC CORPORATION 


Congress earmarked $5 million in USIA’s Fiscal Year 1990 
$2,306,884 identified in appropriation to assist the World University Games. The 
Unsupported Costs Greater Buffalo Athletic Corporation staged the games in 

Buffalo, New York, during the summer of 1993. College and 

university athletes from many nations competed in these 

games. USIA’s funding assisted with (1) theatrical perform- 
ances and visual arts, (2) programs promoting cultural un- 

derstanding and international scholastic conferences, and (3) 

residential facilities for the athletes. 


OIG audited claimed costs of $5 million under a grant agree- 
ment awarded to the Greater Buffalo Athletic Corporation. 


Operational Activities 11 


$72,394 Identified in 
Questioned and 
Unsupported Costs 


OIG found that the corporation did not provide a basis for 
charging $2,306,884 in administrative costs, as required by 
the agreement. Consequently, OIG found the charges unsup- 
ported. Included in the corporation’s administrative costs 
were $478,000 in legal service fees paid to three law firms. 
The senior partner of one firm, which had received $370,000, 
was on the corporation’s board of directors, creating at least 
the appearance ofa conflict of interest. OIG found no evidence 
that the firms were selected competitively. 


In addition, the corporation’s accounting system was not 
adequate for determining costs applicable to Federal grants 
and constituted a material internal control weakness. For 
example, the system did not accommodate expenses in ac- 
counts that supported the costs claimed and did not provide 
for identifying allowable, direct and indirect costs in accor- 
dance with Federal cost principles or grant terms. Further, 
the corporation did not provide quarterly reports as required 
by the agreement. 


OIG recommended that the USIA contracting officer seek 
reimbursement of $2,306,884 for unsupported administra- 
tive costs unless the corporation could provide adequate 
support for the expenditures. OIG also recommended that 
future grants should require that grantees obtain approval 
from USIA for significant sole source procurements. 


AMERICAN-MIDEAST EDUCATIONAL AND TRAINING SERVICES 


From January 1992 through December 1994, USIA awarded 
three grants totaling $2,254,200 to American-Mideast Edu- 
cational and Training Services, Inc. The purpose of the grants 
was to support the corporation in counselling Middle Eastern 
and North African students seeking admission to American 
colleges. USIA requested that OIG perform an expedited 
audit of these grants to assist the Agency in evaluating the 
corporation’s financial performance and restructuring future 


grants, if necessary. 


OIG, assisted by the certified public accountant firm of 
Cotton & Company, found that of $1,828,653 in claimed costs, 
$45,063 were questionable and another $27,331 were unsup- 
ported. Additionally, OIG found internal control weaknesses, 
such as paying expenses with cash and incorrectly processing 
timesheets. OIG made recommendations for improvement. 
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Internal Control 
Weaknesses Identified 


Non-FEDERAL Aupits oF NonpROFIT ORGANIZATIONS RE_E- 
CEIVING FEDERAL AWARDS 


Office of Management and Budget (OMB) Circular A-133, 
Audits of Institutions of Higher Education and Other Non- 
profit Organizations, establishes audit requirements for col- 
leges, universities, and nonprofit organizations receiving 
Federal awards. Non-Federal auditors such as public ac- 
counting firms conduct the audits, and OIG reviews those 
audits over whicn USIA has cognizance. During the reporting 
period, OIG reviewed A-133 audit reports covering about $18 
million of USIA’s grant expenditures. OIG conducted desk re- 
views and made recommendations to the USIA Office of 
Contracts to correct grantee deficiencies, including internal 
control weaknesses and noncompliance with grant provi- 
sions. 


OIG also maintains a proactive quality control program to 
ensure non-Federal audit quality. As a part of this program, 
OIG met with the director of the Federal Government Divi- 
sion of the American Institute of Certified Public Account- 
ants. Consequently, OIG improved the clarity and precision 
of its guidance letter for USIA grantees and their non-Federal 
auditors. OIG also issued an indirect cost rate guide to assist 
USIA grantees in understanding and applying OMB Circular 
A-122, Cost Principles for Nonprofit Organizations. Finally, 
OIG is participating in an agreement for the coordination of 
audit quality among organizations making grants in Latin 
America and the Caribbean. 


Inadequate Program 
and Financial Controls 


USIS-SPONSORED ENGLISH T EACHING P ROGRAMS IN Y EMEN, 
JORDAN, SYRIA, AND ALGERIA 


OIG audited United States Information Service (USIS)-spon- 
sored English teaching programs under the jurisdiction of the 
Office of North African, Near Eastern, and South Asian Af- 
fairs. OIG reviewed English teaching revenues of $4.9 million 
and expenditures of $3.8 million. The purpose of the audit 
was to evaluate the effectiveness of English teaching finan- 
cial, administrative, and program controls. Additionally, 
OIG reviewed and field tested the Agency’s draft English 
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Teaching Program Administrative Manual to ensure that it 
provided adequate guidance for implementation and admini- 
stration of the program. 


OIG identified the following significant program and finan- 
cial matters: 


- English teaching program directors in Yemen, Syria, and 
Jordan inappropriately used $237,000 in funds generated 
by the programs during Fiscal Years 1991 through 1993. 
USIA is allowed by law to use funds generated from 
English teaching programs and certain other post pro- 
grams. However, USIS Damascus used about $152,000 
generated by a USIA grantee that counseled students 
seeking admission to American colleges. USIA had no au- 
thority to use such grantee funds. In addition, USIS 
Amman and USIS Sanaa used about $85,000 in appropri- 
ated funds from other U.S. Government agencies, another 
practice not permitted under Federal law and USIA regu- 
lations. 


- English teaching program directors in Yemen, Syria, and 
Algeria did not restrict enrollment to specific targeted au- 
diences or prepare statistical reports identifying students 
by categories. 


- English teaching program directors in Yemen, Syria, and 
Algeria depended on “profits” generated by converting 
local currency into U.S. dollars. Since such “profits” were 
diminishing, these programs may not be sustainable 
without increasing subsidies from the posts. 


- In January 1993, USIA suspended the two English 
teaching programs in Algeria because f political unrest 
in that country. However, at the time of OIG’s visit in 
September 1993, the post was continuing to lease the 
building used for the English teaching program pending 
a determination by the mission and USIA headquarters to 
permanently close the program and dispose of classroom 
and program equipment. 


- The posts in Syria and Algeria used appropriated and 
English teaching funds for inappropriate expenditures, 
such as for facility improvements and vehicle expendi- 
tures. For example, USIS Algiers spent about $28,000 for 
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construction of a snack bar for the English teaching 
program without advising headquarters or following re- 
quired procurement proc2dures. 


- All five programs lacked effective financial and adminis- 
trative controls over English teaching recycled funds. The 
programs needed improvements in such areas as financial 
operations training, accounting procedures, and other 
internal controls. 


OIG made specific recommendations to strengthen direct 
English teaching administrative controls and program per- 
formance. USIA concurred with OIG’s recommendations and 
revised its English Teaching Program Administrative Man- 
ual accordingly. In addition, in January 1994, the area office, 
in coordination with officials from OIG, Office of the Comp- 
troller, Department of State, and Department of Treasury, 
took actions tu sustain the English teaching program in 


Syria. 


System Software Inefficient 
and Inadequately Documented 


MANAGEMENT AND CONTROL OF FINANCIAL MANAGEMENT 
System SOFTWARE 


OIG reviewed USIA’s management and control of software 
for its primary financial management svstem. In addition, 
OIG reviewed USIA use of unofficial accounting system 
software to meet accounting and budgetary control needs not 
met by the primary system. Finally, OIG reviewed USIA’s 
plans to acquire a new financial management system. 


OIG found that the primary financial management system 
software was inefficient and inadequately documented. As a 
result, USIA had to rely on manual-intensive procedures to 
enter data and change reports. Also, system reliability could 
not be adequately assured, and system recovery from soft- 
ware failures might not be timely. In addition, USIA’s senior 
information resource management officer, the associate di- 
rector for management, had not adequately coordinated USIA 
elements’ use of unofficial accounting software. 


OIG endorsed \’s plans to convert to the new financial 
management n being developed by the U.S. Agency for 
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Progress Made in 
Correcting Financial 
and Control Weaknesses 


International Development (AID). In addition, OIG advised 
USIA to make every effort to eliminate errors in the current 
financial management system to facilitate conversion to the 
new system. The associate director for management is re- 
viewing unofficial accounting software to determine the ap- 
propriateness of standardization. 


USIA’s ANNUAL REPORT ON THE FEDERAL MANAGERS’ 
FINANCIAL INTEGRITY AcT oF 1982 


O!G reviewed USIA’s draft 1994 Annual Report on the Fed- 
eral Managers’ Financial Integrity Act. OIG found that the 
report conformed to OMB requirements. OIG provided com- 
ments to USIA’s management coordinator who incorporated 
all of OIG’s suggested changes. During Fiscal Year 1994, 
USIA reported correcting weaknesses in time and attendance 
controls and integration of the payroll subsidiary and person- 
nel systems. OIG will continue to work closely with USIA per- 
sonnel in their efforts to correct the remaining weaknesses. 


Relationships with Binational 
Centers Need Clarification 


USIA Operations In CHILE 


Binational centers, located worldwide, are locally chartered 
organizations that teach English and provide sites for speak- 
ers, art exhibits, and other cultural activities in which the 
American missions have an interest. The centers are usually 
governed by boards of directors. The boards may consist of 
host country nationals, resident Americans, or U.S. Govern- 
ment employees. USIS Chile maintains relationships with 11 
binational centers throughout Chile. USIS Chile made grants 
to five of the centers in that country. 


OIG found that the relationships with all of the centers were 
poorly defined. OIG recommended that the post enter into 
formal agreements with the centers to define USIS and center 
responsibilities in the areas of cultural and information 
programs and library administration. The Office of American 
Republics Affairs agreed in principle, but said it would do so 
only after USIA adopts worldwide standards that define the 
meaning and purpose of binational centers. OIG is complet- 
ing a separate review of binational centers. 
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Elimination of One 
Position Recommended 


Cooperative Relationship 
with AID 


Broader Programming and 
Staff Training Recommended 


OIG recommended elimination of the position of assistant 
information officer which was redundant given changes that 
have taken place in Chile in recent years. The area office 
disagreed with this recommendation. The area office stated 
that the position had assumed greater importance since 
OIG’s inspection as a result of the possibility of Chile becom- 
ing a member nation of the North American Free Trade 
Agreement. OIG modified the recommendation to add that 
should the trade agreement be expanded to include Chile or 
if new Bureau of Information policies overburden the infor- 
mation officer, the position of assistant information officer 
could then be considered for reinstatement. 


USIA OPERATIONS IN MADAGASCAR 


In Madagascar, OIG found that the post had developed an 
effective cooperative relationship with AID for training jour- 
nalists and improving English teaching pro,,rams through- 
out the country. Cooperation between USIS and AID was 
based on common goals which had been defined by the USIS 
public affairs officer and the AID director. The director has 
agreed to transfer funds to USIS for these purposes. OIG rec- 
ommended that the post and the area office promote similar 
cooperative arrangements among other posts. The Office of 
African Affairs implemented the recommendation and re- 
ports that several other posts are working with AID on 
mutually beneficial programs. 


OIG found that the post in Madagascar concentrated its 
programming on journalists. Because of this, the post did not 
have adequate contacts outside of the media community and 
was not able to effectively carry out al! Country Plan objec- 
tives. OIG recommended that the post expand its contacts to 
include more individuals from outside the media community. 
OIG also found that the post’s foreign service national staff 
needed more training to perform at acceptable levels and to 
enable the post to better meet its objectives and improve 
operations. OIG found that the post also needed to improve its 
reporting on international visitor participants to ensure 
Agency officials are able to assess the program. OIG further 
recommended that post management begin regular meetings 
with foreign service national staff to keep them informed of 
changes to their wage and benefits packages and job descrip- 
tions. This action should address the most common concerns 
of the foreign service national staff. The post and area office 
concurred with those recommendations. 
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OIG Assists in Administration 
of English Teaching Program 


Minimal Local Radio 
Production in Bolivia 


Office and Communications 
Technology Efforts 
Disorganized 


At the conclusion of the inspection in Madagascar, an OIG 
staff member spent an additional week at the post assisting 
the director of the English Teaching Program in developing 
automated spreadsheets to better control funds. These spread- 
sheets will also allow the director to develop the required 
quarterly financial and statistical reports more quickly and 
accurately. 


USIA OPERraTIONs IN BOLIVIA 


OIG found that USIS Bolivia was doing minimal radio pro- 
duction and recommended that the post expand its local radio 
production efforts. The Office of American Republics Affairs 
disagreed with the recommendation, stating that technology 
improvements, such as the use of satellites by VOA, had made 
local radio production unnecessary in many instances. Fur- 
ther, budget pressures restricted expanded production of pro- 
grams by USIS Bolivia. Moreover, according to the Office of 
American Republics Affairs, VOA is furnishing satellite 
dishes to major radio stations in Bolivia which enable those 
stations to receive VOA programming directly, without the 
intervention of the USIS post in La Paz. 


OIG acknowledged that budget cuts and improvements in 
broadcast technology are major factors against expansion of 
locaily produced radio programs by USIS posts. The director 
of the Office of American Republics Affairs stated that tech- 
nological improvements in radio transmissions may result in 
the phasing out of all radio production efforts in Latin 
America. The director agreed to work with VOA to develop a 
research project for all posts in Latin America to assess each 
post’s radio efforts. VOA will direct the research project. 


An OIG inspection of USIS Bolivia found that the post did not 
have a well organized plan to improve its office and commu- 
nications technology. A scheduled move to new embassy 
quarters made it imperative that the post establish a technol- 
ogy steering group that would develop a technology upgrade 
plan. The post agreed and implemented such a plan. 
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Reactivation of Program 

to Recycle Proceeds From 
English Teaching Materials 
Recommended 


Communications with 
Kenyan Officia‘s 1 adequate 


Programming Enhancements 


| 


USIS Bolivia worked closely with four binational centers: La 
Paz, Sucre, Cochabamba, and Santa Cruz, and had histori- 
cally contributed to their financial support. Budget cuts, 
however, have reduced the amount of financial support USIS 
Bolivia can provide these centers. OIG recommended that the 
post reactivate a program of recycling proceeds from the sale 
of USIA-produced English teaching materials to partially 
defray costs to USIS Bolivia for its support of English teach- 
ing. The post could convert local currency into dollars and use 
the dollars without having to return the monies to the U.S. 
Treasury. USIS Bolivia agreed to explore this program. 


USIA OPERATIONS IN KENYA 


OIG found that USIS Kenya was not adequately communi- 
cating with Kenyan goverment officials, not properly using 
its distribution and records system, or using enough World- 
net and teleconferences. As a result, the post was not project- 
ing U.S. foreign policy positions to a broad audience. OIG rec- 
ommended several ways the post could address those prob- 
lems. The recommendations were designed to improve the 
post’s ability to develop appropriate contacts within Kenya, 
thus better meeting post objectives. The post and the area 
office concurred with those recommendations. 


In Kenya, OIG found that the post was paying for library 
books without verifying that the books had been received. 
OIG recommended that the post implement a system to 
ensure that library books are received before processing 
vouchers to pay for them. OIG also found that section chiefs 
did not know how much money remained in the budget for 
their programs. OIG recommended that the cultural affairs 
officer, the information officer, and the regional library offi- 
cer participate in quarterly budget meetings and receive 
budget reports so that they could better manage their re- 
sources. The post and Agency officials concurred with those 
recommendations. 


USIA OPERATIONS IN UGANDA 


The USIS library in Uganda was expanded just prior to the 
inspection of the post allowing greater use of the facility. 
However, the librarian was restricted in efforts to develop 
more contacts with institutions, placement of articles, and 
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in Program Management 


Abolishment of Three 


Program Goals Unclear 
and imprecise 


outreach efforts due to the hours the library was open to the 
public. OIG recommended that the post reduce the hours of 
public access to the library and add a full-time personal 
services contract employee to the library staff. This would 
allow the librarian more time to improve the post’s contacts 
with Ugandan officials on such themes as democratic govern- 
ance and constitution writing. Additionally, OIG recom- 
mended that the post implement a system to regularly report 
on returning international visitor participants to ensure that 
the program was accomplishing its goals. The post and the 
area office concurred with those recommendations. 


USIA OPERATIONS IN TURKEY 


OIG identified deficiencies and problems in the program 
management of USIS Turkey. Low staff morale at USIS Ank- 
ara resulted from the public affairs officer’s management 
style of tight control and failure to communicate effectively 
with the other American officers at the post. OIG also found 
that USIS Istanbul officers were not maintaining active and 
regular contacts with members of the media in Istanbul, 
Turkey’s media capital. Further, OIG found that Worldnet 
interactives and teleconferencing at USIS Turkey were in- 
adequate. USIA concurred with OIG’s recommendations and 
advised OIG that corrective action had been taken. 


OIG recommended that two foreign service na.ional positions 
be abolished by the end of Fiscal Year 1996, at an annual 
savings of $82,000. OIG also recommended that the position 
of the American foreign service secretary at USIS Ankara be 
abolished, at an annual savings of $75,000. USIA concurred 
with OIG’s recommendations. 


USIA OPERATIONS IN THE Uniteo KiInGDom 


OIG found that the USIS United Kingdom’s 1994 Country 
Plan was not closely aligned with the goals stated in the 
Mission Program Plan. In addition, the Country Pl-~ not 
describe enough specific programs or clearly define .) - . xanner 
in which the mission goals could be impleme . For ex- 
ample, the Country Plan’s section on Northern .. ciand made 
no reference to the mission’s goal of encouraging reconcili- 
ation in Northern Ireland. This deficiency was corrected 
when the Country Plan was rewritten. 


20 Operational Activities 


Information Program 
Had No Long-term Plan 


Stricter Controls over 
J Visa Authorization 
Forms Recommended 


Revision to Country 
Plan Required 


Distribution and Records 
System Deficient 


OIG found that the USIS information program was largely 
reactive and lacked a long-term plan of action. While the 
USIS program in London must remain responsive to daily 
events, the Mission Program Plan appropriately calls on 
USIS to develop a strategy for working with the British and 
international media. The post and area office concurred and 
added clear, proactive goals for the information program to 
the Fiscal Year 1995 Country Plan. This should enable the 
post to better fulfill its requirements for interaction with the 
media. 


J Visas are used for the International Visitor Program, the 
Fulbright Exchange Program, and for other exchange grant- 
ees. According to USIA requirements, the J Visa authoriza- 
tion forms are to be carefully guarded and must be main- 
tained under the control of a USIS officer. OIG found that the 
post was not aware of these strict requirements until a cable 
regarding the subject was received from USIA headquarters 
in February 1994. For two years records had not been recon- 
ciled to ensure that the number of forms on hand and the 
number used equaled the number issued. As a result the post 
could not account for approximately one dozen of the forms. 
Although the post had taken some steps over the past two 
years to improve record keeping, OIG recommended that 
quarterly reconciliations be conducted and that all reporting 
requirements be met. USIA concurred with OIG’s recommen- 
dations. 


USIA OPERATIONS IN IRELAND 


The OIG inspection of USIS Ireland revealed the need for 
greater cooperation with USIS United Kingdom on issues 
related to peace and reconciliation in Northern Ireland. OIG 
recommended that the public affairs officer in Ireland revise 
the Country Plan to ensure that the goals in it more fully 
conform to the mission’s plan. USIA concurred with the 
recommendations. 


USIS Ireland did not have an adequate distribution and 
records system. The post could not produce accountability 
reports, nor could it easily include names of new contacts or 
returned international exchange participants. The major 
problem was that the post did not have the proper equipment 
or training in technological skills to upgrade the existing 
system. The post and USIA headquarters consulted on the 
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Insufficient Controls over 
J Visa Issuance Forms 


changes that were required to correct the deficiency. The 
computer modifications to upgrade the distribution and rec- 
ords system have been ordered. 


The forms necessary to permit issuance of J Visas for interna- 
tional visitor, Fulbright, and other exchange participants 
were not properly accounted for as required by USIA. In 
response to OIG recommendations, USIA officials stated 
strict controls were implemented by the public affairs officer 
and annual reporting requirements would be met. 


Required Semiannual 
Reports Not Submitted 


Pte. 


TRAVEL VOUCHER PROCESSING 


OIG identified several deficiencies in the Agency’s travel 
voucher process. The travel voucher process was slow due to 
several factors. The Agency did not have a computerized 
system that could track unsettled vouchers and travel ad- 
vances. Other problems contributing to delays included under- 
staffing, and the Agency’s standard policy of complete audit- 
ing of vouchers rather than prescreening vouchers before 
settling them. OIG recommended that USIA computerize the 
travel voucher processing system. OIG also recommended 
reassessing the policy for complete auditing of vouchers 
before settlement. USIA concurred with OIG’s recommenda- 
tions and has taken or is taking implementing steps. 


USIA CompPLIANCE wiTH RESTRICTIONS ON LoBBYING PrRo- 
VISIONS 


OIG evaluated USIA compliance during Fiscal Year 1994 
with lobbying restrictions contained in the Code of Federal 
Regulations. The code requires that: (1) the head of each 
agency submit to Congress semiannual reports containing a 
compilation of the information included in disclosure reports 
of lobbying activities, and (2) Inspectors General submit to 
Congress an annual evaluation of agency compliance. 


OIG found no evidence of code violations by USIA grantees or 
contractors. However, OIG found that USIA had not submit- 
ted semiannual reports on lobbying activities to Congress 
during Fiscal Year 1994. After OIG brought the matter to 
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management's attention, USIA filed a 12-month report. OIG 
recommended that the associate director of the Bureau of 
Management ensure that USIA comply with the statutory 
requirement to file semiannua! reports with Congress. 


INVESTIGATIONS 


During the period, OIG initiated 28 investigations and closed 
13. Eighty remained open at the conclusion of the reporting 
period. Of the 80 that remained open, 46 were pending 
further investigative activity. Investigations had been com- 
pleted on the remaining 34. Ofthat number, OIG had referred 
9 to the Department of Justice for review and 25 to the 
Agency’s personnel offices for administrative or disciplinary 
action. (See Appendix B.) 


Construction of Sri Lanka 
VOA Relay Station Resumed 


Youth for Understanding - 
Reduction in Cost Rate 


Results in $189,583 Put 
to Better Use 


Previous Report: 

On October 4, 1994, construction of the VOA Sri Lanka relay 
station was suspended because of an outbreak of violence be- 
tween Sri Lankan police and local villagers at the entrance to 
the construction site. According to Department of State re- 
ports, one person was fatally shot by the police. All VOA 
personnel, except local guards, were instructed to leave the 
site until calm could be restored. As of October 27, 1994, the 
project was about 75 percent completed and the construction 
contractor had been paid about $26.5 million. (Semiannual 
Report, September 30, 1994, page 15.) 


Action: 

Work on the project resumed at a reduced level in January 
1995. The International Broadcasting Bureau anticipates 
that full-scale construction will begin in April 1995 and 
that the station will start broadcasting in January 1996. 
The construction contractor submitted a proposed claim 
for $2.6 million for costs incurred from October 4, 1994, to 
December 31, 1994. Additional contractor proposals are 
expected for subsequent periods. 


Previous Report: 
OIG found that Youth for Understanding, a USIA grantee, 


inappropriately charged some expenses as indirect costs 
instead of direct costs. OIG recommended an indirect cust 
rate of 17.13 percent, as compared to the grantee-proposed 
rate of 35.85 percent, a potential better use to USIA of 
$260,000. (See Semiannual Report, September 30, 1994, 


page 9.) 


Action: 

Based on OIG’s report, USIA’s Office of Contracts reduced 
the indirect rate from 35.85 percent to 22.2 percent. As a 
result, OIG estimates that about $190,000 could be saved. 
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VOA Munich Relay Station 
and USIS Bonn Procurement 
and Financial Assistance 
Activities 


Use of Stored Office of Cuba 
Broadcasting Equipment 


Previous Report: 

OIG reviewed procurement and financial assistance activi- 
ties at the VOA Munich Relay Station and at USIS Bonn. OIG 
found that VOA Munich paid approximately $975,000 in 
value added taxes to the German federal government, while 
attempting to obtain a refund pursuant to a 1952 treaty. 
USIA and Department of State officials had been unsuccess- 
ful in their efforts to obtain the refunds and had not pursued 
the issue with the German federal government since 1991. 
OIG recommended that the legal and diplomatic issues re- 
lated to value added taxes be resolved. USIA management 
concurred. (See Semiannual Report, September 30, 1994, 
pages 1 and 8.) 


Action: 

On December 28, 1994, the Department of State’s attor- 
ney-advisor concluded that the treaty appeared to provide 
adequate legal basis for requiring the German govern- 
ment to make efforts to «tain an exemption from the tax 
for the relay station. However, based on input from the U. 
S. Embassy in Bonn, the International Broadcasting Bureau 
decided not to pursue the matter until 1996 when the 
bureau would be ready to sell its land in Erching, Ger- 
many. 


Previous Report: 

The Office of Cuba Broadcasting purchased approximately 
$450,000 worth of equipment in September 1992. The equip- 
ment was to be used in the planned consolidation of TV Marti 
television facilities with its Washington, D.C. radio broadcast 
operations. Seven months later, the equipment was still in 
storage. In October 1993 the consolidation was canceled and 
about $140,000 worth of equipment was put to use in re- 
sponse to OIG’s recommendations. In August 1994, the Inter- 
national Broadcasting Bureau completed its plan for using 
the remaining equipment worth $310,000. (See Semiannual 
Report, September 30, 1994, page 13.) 


Action: 
The bureau expects that the last piece of equipment, 
valued at $249,000, will be installed in May 1995. 
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Allegations Concerning 
Qualifications of a Radio 
Marti Employee 


Misuse of Grants for 
Representetional Purposes 


Previous Report: 

OIG reviewed and verified an allegation that Radio Marti’s 
news director could not speak fluent English as required for 
the position. Further, OIG found that the appointment was 
inconsistent with Office of Cuba Broadcasting personnel 
policies. OIG recommended that the Office of Cuba Broad- 
casting review the appointment. (See Semiannual Report, 
September 30, 1994, pages 2 and 10.) 


Action: 

On February 6, 1995, the International Broadcasting Bu- 
reau, in consultation with the Office of Personnel Man- 
agement, determined that the appointment of the news 
director complied with appropriate statutory and regula- 
tory requirements and that no further actions were neces- 
sary. On March 6, 1995, the Office of Cuba Broadcasting 
reassigned the employee to a supervisory editor position 
in the Miami, Florida office of Radio Marti. On March 27, 
1995, the office issued a vacancy announcement for the 
news director position. The announcement required, among 
other things, that the applicant have the ability to read 
and speak English fluently and the ability to understand 
spoken English. 


In March 1994, OIG recommended against using grants for 
representational activities. In one case, OIG recommended 
the recovery of $537 for such use of a grant. (See Semiannual 
Report, September 30, 1994, page 17.) 


Action: 


USIA management has initiated action to recover the 
$537 from the USIA officer who improperly used the grant 
funds. The officer has been notified and has agreed to 
make full restitution. However, the Office of the Comp- 
troller has not yet requested payment from the officer. 
Therefore, USIA has not yet recovered the funds. 
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APPENDIX A 


Number/ 
issue Date Title 
AUDIT REPORTS 
Grant Audits 
ARR-95-01 lmcurred Costs under USIA 
12/05/94 Awards with the Festival 
Operating Company, Inc. 
ARR-95-02 American-Mideast 
12/05/94 Educational and Training 
Services, Inc. 
ARR-95-03 Claimed Costs under USIA 
03/14/95 Grant Agreement with the 
Greater Buffalo Athletic 
Corporation 
ARR-95-05 National Committee on 
03/30/95 United States-China 
Relations, Inc. 
ARR-95-07 African-American Institute 
03/30/95 
ALR-95-02 Proposed Indirect Cost Rate 
01/20/95 for the East-West Center 
Internal and Management Audits 
ARR-95-04 U.S. Department of Heaith 
12/23/94 and Human Services, Office 
of Child Support 
Enforcement, Division of 
Audit 
ARR-95-06 USIS Direct English Teaching 
03/31/95 Programs in Yemen, Jordan, 
Syria. and Algeria 
ARR-95-08 Grants Management 
03/31/95 


$881,905 


72,394 


2,306,884 


1,246 


266,900 


$554,951 


27,331 


2,306,884 


Continued on next page 
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...Appendix A - Continued 


Number/ 
issue Date 


ALR-95-01 
12/22/94 


ALR-95-03 
02/09/95 


ALR-95-07 
03/31/95 


SRR-95-01 
11/22/94 


SRR-95-02 
11/22/94 


SRR-95-03 
12/19/94 


SRR-95-04 
12/01/94 


SRR-95-05 
12/01/94 


SRR-95-06 
02/17/95 


SRR-95-07 
03/31/95 


SRR-95-08 
03/31/95 


SRR-95-09 
03/31/95 


Title Total 


USIA‘s 1994 Annual Report 
on the Federal Managers’ 
Financial Integrity Act of 
1982 


USIA Compliance with 
Restrictions on Lobbying 
Provisions 


Management and Control of 
Financial Management 
System Software 


1 Ti RT 
USIS United Kingdom 


USIS Ireland 


USIS Kenya 


USIS Madagascar 


USIS Uganda 


USIA Travel Voucher Process 


USIS Chile 


USIS Turkey 


USIS Bolivia 


TOTALS: $3,529,329 


$2,889,166 


$7,291 


157,000 


30,000 


$194,291 
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APPENDIX B 


INVESTIGATIONS ACTIVITIES | 


Investigations 
Pending Beginning of Period .....................cccccccceceessssssreeeeeees 65 
Opened During Period .................:ccccssccsssseceeesssseeceesseeeeeeeeees 28 
Closed During Period - All Actions Complete ...................... 13 
Pending End of Period  .0...............:ccccsssceessssseeeeeeeesssececeeeeeeees 80 
Pending Further Investigation ....................::scccssseeeeeeeeees 46 
Pending Prosecutorial or Administrative Action ............ 34 
Hotline Calls 
Number Received ................cccssssccessssceesesssseececeeeeeeesssseeeeeeeeeees 4 
Investigations Initiated ................ccccccccssssessseeseeseseeseeeeeeeeeeeeeeees 2 
Referred to Agency Management ....................ccsccccesseeeeeeesseeees 0 
Closed - No Action Taken ...............ccccccccsssececeessssssseeeesessseeeeeees 2 
Investigative Results 
Disciplinary Actions Taken ...............cccccccccccesssesseeseeeeeeesseseeeeeeeees 1 
Corrective Actions Taken ...............cccccccssseccsessessseeseeeeeeeeseseeeeeeeeees 0 
Recoveries and Restitutions ................cccccccssssssseseseeeeeessseseseeeeeeees 0 
Pending Department of Justice 
Prosecutorial Review .................ccccssseseeeeesessessesssseesessceeeeeeeeseeees 9 


Pending USIA Administrative or 
Disciplinary Action .................ccccccccsceeeessssseeeeeeeeeeeseeeeeeesssseeeeeees 25 
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APPENDIX C 


REPORTS WITHQUESTIONED COSTS — 


Reports subject to a 
decision by management: 
a. During prior 
reporting periods 
b. During current 
reporting period 
Total 
Reports for which decisions 
were made during this period: 


a. Dollar value of 
disallowed costs 


b. Dollar value of 
costs not disallowed 


Total 


Reports for which no 
decisions were made 
by the end of the 


reporting period: 


Reports for which no 
decisions were made 
within six months 
of issuance: 


Number of 


15 


20 


2** 


15 


10 


Amounts are also included in Total Costs. 


The number of reports excludes three reports which contained both disallowed costs 


and costs not disallowed. 


Dollar Value of 
Questioned Costs _ 
(in thousands) 
Total Unsupported 
Costs __Costs* _ 
$4,336 $2,432 
3.529 2,889 
$7,865 $5,321 
$ 107 $ 33 
2,604 1.830 
$2,711 $1,863 
$5,154 $3,457 
$1,624 $568 


30 Appendices 


APPENDIX D 


REPORTS WITH: RECOMMENDATIONS 


IV 


Number of 
Reports. 
Reports subject to a 
decision by management: 
a. issued during prior 
reporting periods 5 
b. Issued during current 
reporting period 3 
Total 8 
Reports for which decisions 
were made during this period: 


a. Recommendations with which 
management agreed 7 


bL. Recommendations with which 
management did not agree i* 


Total 8 


Reports for which no decisions 
were made by the end of the 


reporting period: 0 


Reports for which no 

management decision was 

made within six months 

of issuance: 0 


The number of reports excludes one report which contained recommendations with 
which management both agreed and disagreed. 


$1,327 


194 
$1,521 


$ 1,373 


—148 
$1,521 
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APPENDIX E 


AMERICAN Councit OF LEARNED SOCIETIES 


An OIG report on the council and its two affiliates, issued September 28, 1990, 
identified questioned costs, accounting system deficiencies, and excess draw downs of 
grant funds. USIA’s Office of Contracts resolved the accounting system recommenda- 
tions and the excess draw downs of grant funds. However, the Office of Contracts de- 
ferred action on $44,957 pending further information from OIG. OIG provided the in- 
formation to the Office of Contracts in April 1995, and the Office of Contracts expects 
to issue its decision by May 1995. (Report No. A-90-29) 


INTERNATIONAL DEVELOPMENT EXCHANGE 


In a report on the exchange, issued November 4, 1992, OIG made recommendations on 
questioned costs of $59,498. OIG also conducted an investigation. The Office of 
Contracts deferred a decision on questioned costs pending final action on the investi- 
gation. (Report No. A-92-24) 


NATIONAL ENDOWMENT FOR DEMOCRACY 


The National Endowment for Democracy disallowed $115,827 out of $3,245,821 in 
subrecipient expenditures questioned by OIG. The endowment allowed $2,876,222 of 
the total questioned costs. Additionally, the endowment deferred action on $253,772 
pending final action on OIG’s investigation on one subrecipient. USIA’s Office of 
Contracts reviewed the determinations made by the endowment and deferred action on 
$346,445 pending further information from four subrecipients. The Office of Contracts 
expects decisions on the $346,445 during the next reporting period. (Report Nos. A-92- 
15, A-92-16, A-92-18, A-92-19, and A-92-23) 


NortH/Soutn Center 


In a report on the center, issued March 25, 1994, OIG recommended that USIA seek 
reimbursement of $1,507,261 in questioned costs. Approximately $1 million of the 
questioned costs resulted from an inequitable allocation of indirect costs to the center. 
The Department of Health and Human Services, which has audit cognizance, estab- 
lished new indirect cost rates. However, USIA’s Office of Contracts deferred action on 
about $480,000 in remaining questioned costs pending further consultation with the 
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Bureau of Educational and Cultural Affairs. The Office of Contracts is awaiting addi- 
tional information from the Bureau of Educational and Cultural Affairs and expects to 
issue its decision during the next reporting period. (Report No. ARR-94-03) 


DELPHI INTERNATIONAL GrRouUP 


In a report on Delphi, issued March 11, 1994, OIG questioned grant costs totaling 
$202,188 including sabbatical leave for Delphi’s chairman and excessive grant fund 
draw downs. USIA’s Office of Contracts deferred action on this matter until there is 
final resolution of OIG’s related investigation. (Report No. ALR-94-03) 


AMERICAN FIELD SERVICE INTERCULTURAL PROGRAMS 


In a report on the service issued March 14, 1994, OIG questioned $236,600, $177,000 
of which were unsupported administrative costs. OIG recommended that the service 
establish an appropriate indirect cost rate for all future grants. USIA’s Office of 
Contracts deferred a decision on the questioned costs until the service provided an in- 
direct cost proposal to the Office of Contracts that OIG had reviewed. OIG reviewed the 
indirect cost proposal and issued its report on September 30, 1994. The Office of 
Contracts analyzed the report and expects to make a decision on the questioned 
administrative costs during the next reporting period. (Report No. ARR-94-05) 


APPENDIX F 


DEBTS OWED TO USIA 


The Senate Committee on Appropriations Report on the Supplemental Appropriations 
and Rescission Bill of 1980 requires agencies to report on debts owed. The following chart 
shows preliminary, unaudited figures provided by USIA on appropriation-funded debts 
that were owed, overdue, or resolved during the six-month period that ended March 31, 
1995. 


Resolved 
Balance Overdue During Period 
September 30, 1994 $684,407 $322,471 $ 260,090 
March 31, 1995 $704,778(1) $394,447(2) $ 290,783(3) 


(1) Includes new debts accrued (during six-month reporting period) of $311,154. 


(2) Overdue accounts include three bankruptcy cases: 


a. $77,904 
b. $ 2,271 
c. $ 4,542 


(3) Includes cash refunds, compromises, waivers, and write-offs. 
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APPENDIX G 


INDEX OF 1G ACT REPORTING REQUIREMENTS 
: CED TO THIS SEMIANNUAL REPORT | 


The following information, as requested by OMB memorandum dated October 26, 1992, 
sets forth OIG’s compliance with Section 5 of the Inspector General Act of 1978, 


as amended: 


US GOVERNMENT PRINTING OFFICE 1995 394-464/10028 


5 (aX1) Significant problems, abuses, and Digest 
deficiencies this period (Pages 1-4) 
5 (aX2) Recommendations for corrective Operational Activities 
action regarding the above (Pages 8-22) 
5 (aX3) Significant recommendations in Follow-Up Actions 
previous reports not completed (Pages 23-25) 
5 (aX4) Matters referred to prosecutive Investigations 
authorities (Page 22) 
5 (aX5) Reports made to Agency head under None 
section 6(bX2) 
5 (aX6) Listing of audit reports with cost data | Appendix A 
(Pages 26 and 27) 
5 (aX7) Summary of each significant report Activities 
(Pages 8-22) 
5 (aX8) Statistical tables showing Appendix C 
(A),(B), management decisions on questioned | (Page 29) 
(C),(D) costs 
5 (aX9) Statistical tables showing Appendix D 
(A),(B), manag2ment decisions on (Page 30) 
(C),(D) recommendations that funds 
be put to better use 
5 (aX 10) Summary of audit reports for which Appendix E 
no management decisions have been (Pages 31 and 32) 
made within six months of issuance 
5 (aX 11) Significant revised management None 
decisions 
5 (aX 12) Significant management decisions None 
with which the Inspector General 
disagrees 
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